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General Business Conditions 


HERE have been no developments 
in the first month of 1925 to dis- 
credit the hopeful expectations with 
which the year was entered. The 
reports of business done and en- 

gagements entered upon in the closing weeks 
of the old year have been of a character to 
sustain those expectations. Although early 
December trade was disappointing, the 
month’s retail business was generally larger 
than last year, the exceptions being in locali- 
ties where unemployment had been particu- 
larly severe. The movement of freight has 
been well above the corresponding weeks of a 
year ago, bank clearings and debits have 
shown more than the normal increase, and 
the newly-booked orders of the United States 
Steel Corporation for the two months of No- 
vember and December exceeded those of any 
other two consecutive months since December, 
1919, and January, 1920, which were at the 
height of the boom. The steel industries are 
again running close to capacity, and have 
business enough in hand to practically occupy 
them during the first quarter. This signifies 
much as to prospective work for other indus- 
tries, as the output of the big steel works is 
crude materials for them. It is still true that 
there is no more reliable index to the future 
of industry generally than the state of the 
iron and steel industry. 

The building trade has begun the year with 
a large amount of work in hand, and an ex- 
tended survey of the country by the Bureau 
of Labor with special regard to prospective 
building has resulted in a decidedly optimistic 
report. According to it the outlook is for 
nearly if not fully as large an amount of build- 
ing as in 1924. The hardware trade makes en- 


couraging reports upon advance orders for ° 


builders’ goods, and the paint and building 
materials industries support the favorable 
view. The cement industry had in 1924 the 
greatest year in its history and expects an- 
other in 1925. 

Copper consumption is another index of 
building activity, and even more significant 
of electrical development. The demand for 
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copper has picked up since the election, do- 


mestic business being excellent and foreign 
sales likewise good. The two principal Ger- 
man companies manufacturing electrical equip- 
ment have each floated $10,000,000 in this mar- 
ket in the past month, and it is expected that 
a large share of the proceeds will be expended 
here for copper. Lead also has been in great 
demand in recent weeks, the price rising 
above 10 cents per pound, although some reac- 
tion from this has followed. 

After two years of excessive oil production 
with market conditions yizlding unsatisfactory 
results to most of the companies, the situation 
seems to have undergone a decided change. 
The Wortham pool in Texas, which two 
months ago checked the development of con- 
fidence, has reached the crest of its flow and is 
rapidly declining, while consumption has been 
steadily increasing. According to the Geo- 
logical Survey, December production aver- 
aged 1,826,355 barrels and consumption 2,- 
199,226 barrels, daily. The prices of crude oil 
and gasoline are advancing and optimism per- 
vades the industry again. 

The consumption of el2ctrical energy in the 
month of December is reported as being about 
15 per cent higher in 1924 than in that month 
of 1923, and the industry is counting on a 
better than normal year in 1925. 

The railroads have more new cars on order 
at this time than they had a year ago, placing 
the equipment companies in a comfortable 
position for the first six months. The roads 
have been greatly helped by the growth of 
traffic and the managements are looking for- 
ward with more confidence than at any time 
in recent years. They face the fact that large 
expenditures are required to prepare for the 
further expansion of business. 

The agricultural situation is mixed, with 
many unsatisfactory features, as for instance 
the maladjustments arising from the short crop 
of corn, but it is much improved over what it 
was a year ago, and certain sections that were 
suffering most at that time have had substan- 
tial relief. According to the Bureau of Labor 
price index for December’s farm products as a 
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group were then practically on a level with 
“all commodities” for the first time since 1920, 
reckoning from the 1923 base. That is, the 
farm products group was 56.7 per cent above 
the 1913 level and the entire group of 404 
commodities upon which prices are kept was 
57 per cent above. Of course the relatively 
high prices of wheat, corn and cotton were an 
important factor in the general result, but tak- 
ing the country over agriculture is in better 
position to support general trade activity than 
it has been in four years. 

The automotive industries which are in re- 
ceipt of advices from their agencies through- 
out the country, are counting upon a larger 
volume of general business this year than last, 
and that their own sales will be somewhere 
between those of last year and the record- 
year 1923. 

The stock market has had a pronounced 
rise on the strength of the improved outlook, 
and it would not be strange if the activity 
should diminish, but it indicates no decline of 
confidence in the general industrial situation. 
This confidence is in harmony with current 
opinion throughout the industries, but boom 
talk is deprecated on the ground that it 
would check sound development, as in the 
Spring of 1923. What is wanted is a full vol- 
ume of steady business which will reduce costs 
rather than spasmodic buying which would 
increase both prices and costs. It is not 
likely that a high rate of activity can be main- 
tained in the manufacturing industries on a 
higher cost level. 

The Bureau of Labor index figures for De- 
cember, 1923, and the same month in 1924 
show that the increase in farm products was 
much greater than the increase for the entire 
list of commodities. Of the groups other than 
“foods” and “farm products” only “fuel and 
lighting,” “chemicals and drugs” and “miscel- 
laneous” show increases during the year. The 
figures are as follows: 


(1913=100.0) 

















Group— Dec., 1923 Dec., 1924 
Farm products 144.6 156.7 
Foods 146.9 157.9 
Cloths and clothing ..............ceeenseese 203.3 191.4 
Fuel and lighting 162.2 164.6 
Metals and metal products ............... 141.6 132.9 
Building materials 178.3 175.1 
Chemicals and Gru@s  .........cscccccsseeeeeee 130.3 134.6 
House furnishing goods .............:00000 176.4 172.4 
Miscellaneous 116.4 128.6 
All commodities 151.0 157.0 





The Textile Industry 


The important cotton goods industry, which 
in 1924 had one of the worst years of its his- 
tory, is in a much more favorable situation for 
steady operations this year, having cheaper 
raw material and lower wage scales. Unless 
there is disappointment all around, the wage- 
earners of this industry will have more money 


to spend under the reduced wages than they 


. had last year with the higher rates, and the 


22 


buyers of cotton goods will have more of them 
for the same money. 

The Textile World has compiled th2 follow- 
ing table of wage-changes made during the 
war and since and general in the New Eng- 
land cotton mills: 

















Per Cent 

Amt.ofChange Above1914 
Tene SOG iccicc.cscecscte ccavssoos + 5% 5.0% 
April, 1916 +10% 15.5% 
November, 1916 .......cccscsscsscsesees +10% 27.1% 
June, 1917 +10% . 39.8% 
November, 1917 ......sccsccsssscsceese +10% 53.8% 
June, 1918 +17%% 80.7% 
June, 1919 +15% 107.8% 
December, 1919 .......ccccsessseee sees +12%% 133.8% 
June, 1920 15% 168:3% 
December, 1920  ..........sececcsoce sess —22%% 108.4% 
SRI, RUE. olistsicssctecenlosdaptincia conten +12%% 134.4% 
MED, ADT acisticdecscscenictriocets —10% 111.0% 


These figures show that, on the average, 
wages after the latest change are 111 per cent 
above the pre-war level. It cannot be said 
that this reduction was hastily or inconsid- 
erately made, for the industry has been under 
pressure a long time. The latest sign of the 
times has been the announcement that the 
Pepperell Company, one of the oldest in New 
England, will transfer a portion of its machin- 
ery from Maine to equip a new mill in the 
South. And although the southern mills have 
run more steadily than the New England mills 
in the past year their profits have been 
meagre. The industry has been in a like state 
in other countries, and the general condition 
indicates the necessity for a readjustment of 
prices to conform more closely with the prices 
of other commodities. 

The woolen goods industry has been in 
much the same condition throughout the past 
year. Raw material has had a pronounced ad- 
vance, dealers have been reluctant to pay more 
for goods and business has been conducted 
with little or no profit. As yet no general is- 
sue has been made over wages, the policy of 
the leading interest, the American Woolen 
Company, having been in favor of wage-sta- 
bilization on the present level. With general 
improvement in industrial conditions the wool- 
en industry has reason to expect better times. 
Stocks of goods are believed to be low. 
Much interest is felt in the opening of the 
Fall lines of merchandise in a few days. 


The silk industry has not suffered the de- 
pression which has been experienced in cot- 
tons and woolens. It was disturbed somewhat 
in the early part of last year by price reactions 
following the Japanese earthquake, but re- 
covered in the latter part of the year and pros- 
pects for 1925 are very satisfactory. 

Artificial silk, or “Rayon” as it is known in 
the trade, has enjoyed a rapidly growing de- 
mand for several years, and the producers are 
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in the happy position of having all the busi- 
ness they know how to handle. The produc- 
tion of Rayon in this country is now approxi- 
mately as large as that of silk, but while it 
has a resemblance to silk the lower price has 
enabled it to create new demands and make 
a place for itself without seriously affecting 
the consumption of real silk. 

Floor coverings are in good demand. Doubt- 
less the building activity of the past season 
and prospects for its continuance is a factor. 
Dealers show a degree of confidence that has 
not been in evidence in other lines of textiles. 


Banking Conditions 





Gold exports thus far have made little im- 
pression upon the banking situation in New 
York. At this season of the year money tends 
to come to this center from the interior, and 
the demand for commercial purposes is com- 
paratively light. On account of end-of-the- 
year financing, rediscounts at the Reserve bank 
of New York rose from $49,000,000 on Decem- 
ber 10 to $134,000,000 on December 24, declin- 
ing to $81,000,000 on December 31 and $39,- 
000,000 on January 21. On January 23, 1924, 
they were $125,000,000. For the twelve re- 
serve banks the figures on January 21, 1925, 
were $202,757,000, against $540,778,000 in the 
corresponding statement last year. The fore- 
going figures for January 21 are the lowest 
for the rediscounts of the reserve system since 
September 21, 1917. This means that the 
member banks are more nearly clear of indebt- 
edness to the reserve banks than at any time 
since the great expansion of credit got under 
way, but it should be added that this situation 
is due to an increase of their own lending 
capacity rather than to a contraction of the 
amount of bank credit in use. In fact the 
loans, discounts and investments of the mem- 
ber banks are now approximately $1,500,000,- 
000 above what they were at the peak of ex- 
pansion in 1920. 

Total earning assets of the twelve reserve 
banks on January 21 were $945,456,000, which 
was a decline of $136,000,000 from the pre- 
vious week and $386,000,000 from the recent 
high point on December 24. This reduction 
was largely in holdings of Treasury notes and 
certificates. 

_ On the other hand, there has been no decline 
in the outstanding total of member bank credit. 
In our issue of last month we gave the total 
loans, discounts and investments of reporting 
member banks on December 10, 1924, as $18,- 
576,000,000, and now give the corresponding 
figures for January 14, 1925, as $18,679,000,- 
000, an increase of approximately $103,000,000. 
The increase has been wholly in loans, which 
are up $150,000,000, while investments are 
down by the difference, The increase in loans 


at this time, however, has been outside of New 
York City. Loans, discounts and investments of 
the Clearing House banks of this city on January 
24 were $5,434,000,000, against $5,537,000,000 
on December 6 last, a decline of $103,000,000, 
while net demand deposits declined in the 
same time from $4,743,000,000 to $4,644,000,- 
000, or $99,000,000. Gold exports doubtless 
were a factor here. 


The Money Market 


The money market is decidedly stronger 
than last Fall, but it is reasonable to 
think that the full force of the trade revival 
which has taken place is not yet reflected in 
money rates. A large amount of orders have 
been released since the middle of November 
which have not yet been financed. In 
view of the trade outlook, continued activity 
in the stock and security markets, together 
with gold exports, we adhere to our previ- 
ously expressed opinion that rates will work 
up to higher levels. The low figures for re- 
discounts, however, and the tendency of banks 
to dispose of security holdings for the purpose 
of taking care of commercial demands, are 
factors against very pronounced advances. 

Another probable factor in the situation is 
the much-talked-of resumption of gold pay- 
ments by Great Britain. This is the biggest 
pending event in the financial world, and the 
recent visit by the Governor of the Bank of 
England to this country is generally believed 
to have had for its purpose a conference with 
the Federal Reserve authorities for the pur- 
pose of securing some degree of friendly co- 
operation. Financial transactions between 
London and New York are more important 
than between any other two centers in the 
world, and therefore it is in regard to exchange 
relations with the dollar that London may 
anticipate the most difficulty. Presumably 
London would prefer to have interest rates 
in New York kept below the London rate 
until the situation was well established, as 
that would tend to discourage the movement 
of funds this way. The Bank of England rate 
at this time is 4 per cent, as against the 3 
per cent rate of the Federal Reserve Bank 
of New York. 


The Gold Situation 


In the preceding number of this publication 
an unfortunate error occurred in giving the 
figures for the movement of gold into this 
country since 1914, gross imports for each year 
being accidentally substituted for net imports. 
The correct figures for exports and imports in 
each calendar year are as follows. 





Imports Exports 
$451,954,590 $ 31,425,918 
685,990,234 155,792,927 
652,454,374 371,883,884 
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Exports 
41,069,818 
368,185,248 
322,091,208 
23,891,376 
36,874,894 
28,643,417 
61,648,313 


$1,441,507,003 
$2,413,392,074 


Imports 

62,042,748 

76,534,046 
417,068,273 
691,248,297 
275,169,785 
322,715,812 
319,720,918 


$3,854,899,077 
Net imports ten years. 














Exports continued heavy in December, 
and the amount up to February 1, was 
about $130,000,000. Regular shipments have 
been going to Germany and unusually large 
shipments to India. The total gold imports of 
India in the past year have been very large, 
owing to a favorable trade balance, most of 
the gold going directly from South Africa. A 
feature of our recent exports has been ship- 
ments reported to be destined for Russia, 
where the government is endeavoring to for- 
tify its monetary system. 


Australia Imports Gold 


An unusual feature of the gold movement 
just now is that of shipments from the United 
States to Australia. That country has seldom 
received gold from outside, for it was orig- 
inally settled for its gold deposits and has been 
an important contributor to world supplies 
ever since. The present output of gold, al- 
though much reduced from that of formerly, 
is still ample in the long run to supply the 
domestic monetary stock, but the rapid expor- 
tation of wool and wheat at high prices has 
created heavy demands on the Australian 
banks and caused their funds to be virtually 
transferred to London. They have large 
credits there and are short of cash at home, 
creating a tight money situation. If London 
was on a gold basis, shipments of the 
metal would have kept the exchange down 
to approximately the costs of transfer, but in 
the absence of this relief exchange on Aus- 
tralia has been commanding a premium of 3 
or 4 per cent in London. The recent rise of 
British exchange in New York has made it 
possible for bankers to ship gold from this 
country, taking their pay in London exchange 
and converting the latter into dollars at a 
profit. The transaction illustrates the advan- 
tage that would inure to world trade generally, 
as well as to trade between England and the 
dominions, by having all countries get back 
upon the gold basis. 


Gold Stocks in Europe 


It might be supposed in view of the large 
importations to this country in the years re- 
ported above that the principal stocks of gold 
in Europe would show considerable losses, but 
the only losses are those of the note-issuing 
banks of Germany, Austria, Italy and Russia. 
The other central banks show large increases 


over pre-war times, in some instances 
gained by importations and in others from 
coin previously in circulation. Before the 
war the Russian state bank held something 
over $800,000,000 of gold, all of which was 
scattered after the revolution and has gone to 
swell the reserves of other countries. The 
central bank of Germany gathered in a large 
amount of gold coin from circulation, but has 
lost large sums since the war, but is now build- 
ing up its store again, partly through the for- 
eign loan. The Bank of France gained im- 
portant accumulations from coin in circulation 
and that is true also of the Bank of England. 
Everywhere the depreciated currencies forced 
gold out of free circulation, but the coins were 
attracted to the banks by the payment of a 
premium. 

The following table shows the holdings of 
the principal European banks of issue on or 
about January 1, 1914 and January 1, 1925. In 
1914 the Austro-Hungarian bank was the only 
bank of issue in the former Austro-Hungarian 
empire. This institution has been displaced 
by the central banks of the several succession 
states. These figures are from the London 
Economist, converted for convenience, at $5 
to the pound, which makes them slightly ex- 
cessive: 

GOLD 


Jan.1,1914 Jan.1, 1925 
$ 174,915,745 $ 642,820,810 
701,537,000 736,184,415a 
299,438,000 138,127,250b 
258,330,000c 10,000,000d 
7,,459,784T 
19,677,840T 
$1,647,408T* 
507,040,000 
177,910,000 
210,240,000 
54,445,000 
65,830,000 
101,185,000 
12,885,000 40,900,000 
22,500,000 58,195,000 


$1,960,250,745 $2,801,662,507 


England 
France 
Germany 
Austria-Hungary 
Hungary 

Poland 
Czechoslavakia 











95,845,000 
227,935,000 
62,705,000 
41,650,000 
28,445,000 
34,065,000 





Netherlands 
Belgium 
Sweden 

Switzerland 











Exclusive of holdings abroad. 

Exclusive of $51,775,000 held abroad. 

1914—-Austro-Hungary Bank; d 1925—Austrian 
Bank. 

Includes Gold and Silver holdings. 

Nearest available date to Jan. 1, 1925. 


The Federal Reserve system of the United 
States had not begun to function at the be- 
ginning of 1914; at the beginning of 1925 the 
reserve banks held gold to the amount of $2,- 
936,533,000. The total gold stock of the United 
States on January 1, 1914, was officially esti- 
mated at $1,924,360,506, and on January 1, 
1925, at $4,547,000,000. 

The above figures do not indicate that large 
transfers of gold from the United States are 
necessary in order that Europe may return to 
a gold basis. Owing to the higher scale of 
prices prevailing, the amount of currency in 
circulation in all these countries is much 
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larger than before the war, and where the cur- 
rencies have approximately the same _ gold 
value as then a corresponding increase of re- 
serves is required. This is the case in Great 
Britain, Holland, Sweden and Switzerland, 
but in these countries the gold holdings are 
largely increased. In Germany the new cur- 
rency bears the same relation to gold that the 
former currency did before the war. In Bel- 
gium, France and Italy the depreciation is so 
great that a permanent devaluation is prob- 
able, in which case present reserves may be 
not far out of the way. 


The fundamental requisite to a general 
restoration of gold values is orderly trade re- 
lations, with international payments prac- 
tically offsetting through the banks and thus 
making no large demand for gold payments. 
The German reparation payments are an ab- 
normal factor in the situation, but they are 
prevented from being a menace by the provi- 
sions of the Dawes plan. The payments on 
governmental indebtedness to the United 
States are likewise an unusual factor, but 
the agreement with Great Britain, which is 
the basis of all of them, provides for breath- 
ing spells by allowing that they may be sus- 
pended for a period of three years. 


Denmark Currency 


The government of Denmark has negotiated 
during the past month through this Bank a 
one-year credit of $40,000,000, for the purpose 
of currency stabilization, an important group 
of banks in New York and other cities par- 
ticipating. This project.of stabilization has 
been pending since back in 1923. A steady 
currency value is peculiarly essential to a 
country like Denmark whose international 
trade is relatively large. Denmark is parti- 
cularly dependent on its chief market, Great 
Britain, for the sale of its agricultural prod- 
ucts. 

The par of the krone with the dollar is 
26.8 cents, but it had wide fluctuations in 
every year of the war. In 1923 the National- 
banken i Kjobenhavn took the initiative in 
summoning a conference of leading men in 
financial, export and import, and agricultural 
circles to obtain their opinion as to what ac- 
tion might remedy the situation. This con- 
ference lasted more than two months, and con- 
sidered many suggestions, such as import re- 
strictions, capital taxation and various pro- 
posals for stabilization. 


The final result was that a proposal was put 
before the Government and the Riksdag, or 
parliament, for the establishment of a regula- 
tion or stabilization fund in the nature of a 
foreign credit of five million pounds sterling. 
The negotiations along this line resulted in 
the establishment of a credit in London of 






£2,700,000 and $10,000,000 with the National 
City Bank of New York. This credit became 
available on December 15, 1923. 

The effort was not carried through to full 
success, although the range of fluctuations in 
1924, from 15.3 to 17.7, was not as wide as in 
previous years. The present credit is for the 
purpose of making a final effort to attach the 
currency to gold. No announcement has been 
made as to the valuation to be placed on the 
krone. The Riksdag has from time to time 
exempted the national bank from the obliga- 
tion to redeem its notes in gold. 

A feature of the policy during the past year 
has been control over all foreign exchange by 
a central exchange bureau. Any Danish bank, 
firm or individual receiving foreign currency 
must regularly send to the central bureau each 
month information as to the extent of its 
holdings whether in Denmark or abroad, and 
such holdings have been subject to purchases 
by the bureau. 


British Resumption 


Interest centers upon the approach of the 
pound sterling to par. It has broken through 
$4.80 on the rise, and no doubt could be readily 
lifted to par, but the question is whether it 
would stay there. Governments and financiers 
may influence exchange rates temporarily, but 
the sum of international transactions is too 
great for rates to be arbitrarily maintained for 
long. Exchange rates are what make inter- 
national prices, and prices direct the move- 
ments of commodities. In the long run prices 
cannot be maintained unless they are in har- 
mony with the supply and demand relations of 
commodities. Price-making schemes break 
down through failure to take account of this 
fact, and artificial exchange control will fail 
for the same reason. 

There is general unanimity of opinion in 
Great Britain as to the desirability of resum- 
ing gold payments. Great Britain is a creditor 
country on a large scale, with payments run- 
ning to her in terms of her own money from 
many parts of the world. It is to her ad- 
vantage to receive them in gold rather than 
in a currency worth less than gold. On the 
other hand, the large debt which she owes 
the United States is payable specifically 
in dollars, which is the same as payable in 
gold. Hence so long as the pound is below 
par, conversions from pounds to dollars in 
payments upon this debt involve the payment 
of a premium. Furthermore the prices which 
she must pay for all her purchases in this coun- 
try involve the payment of a like premium. 
The chief reason, however, is that the indus- 
tries of Great Britain need a stable basis for 
trade with the world. Such fluctuations as her 
monetary unit has had, in the past year, from 
$4.21% to $4.73%, are very undesirable, They 
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disrupt her relations with outside markets. 
They affect the prices of the raw materials 
she must import and the manufactures which 
she must export. Business will adapt itself 
to any conditions that are permanent, but 
changes like these disturb all calculations. 

The conditions are not altogether favorable 
to the resumption of gold payments by Great 
Britain at this time. If her foreign trade was 
in full swing there would be no question about 
it, but in the year just closed her excess of 
‘imports over exports has been £345,000,000, 
which was £132,000,000 larger than in 1923. 
That in the face of this the exchange should 
have risen as it has must be accounted for out- 
side of trade conditions, and the other con- 
ditions have been favorable. The speculative 
situation has been favorable. The general 
growth of confidence in the return of normal 
world relations has helped. Granted that it 
was only a question of time when Great Brit- 
ain would resume gold payments, there has 
been opportunity for profit in British ex- 
change, which has made it advantageous to 
keep funds employed in London. Low inter- 
est rates in the United States have helped. 
Our large foreign loans in the past year un- 
doubtedly have been an important factor, for 
they have created an equivalent amount of 
exchange on the United States, much of which 
has found its way into British coffers and 
made it easier for Great Britain to meet the 
heavy payments due from her to the United 
States. These influences, however, are tem- 
porary and cannot be counted on to maintain 
the parity. England’s industries and trade, 
her shipping and lending power, are the per- 
manent reliance. 


Will Make for General Stability 


There is world-wide interest in having the 
pound sterling re-established on a gold basis, 
because other countries will be encouraged 
and aided thereby to bring their own cur- 
rencies into fixed relations to gold. The United 
States is interested in many ways. Great 
Britain is the largest buyer of our products, 
and fluctuations in the relation between the 
pound and the dollar are an element of uncer- 
tainty and risk which tend to turn trade in 
other directions. We want the other coun- 
tries back on the gold basis for the same 
reason. We have been on an island of gold, 
surrounded by a world of paper currencies, 
and there has been some question whether the 
other countries might not establish closer re- 
lations with each other than with the United 
States. 

Great Britain and other European countries 
have had some hesitation about moving alone 
to resumption of gold payments because of 
the fact that the United States was the only 
country using gold as the standard, and they 


feared that in this situation conditions in this 
country might exert an undue influence upon 
gold prices. They have had misgivings that 
owing to our great accumulations of gold we 
might be carried away on another career of 
inflation, and that the violent price changes 
incident to inflation and subsequent deflation 
might affect them more seriously if they 
adopted a common standard with us. They 
were favorable to getting back to gold as a 
world standard, but wanted the value of gold 
stabilized by use the world over, as before the 
war, instead of being the standard only in the 
United States. The resumption of gold pay- 
ments by Great Britain will lead the way to 
general resumption. 


Reference has been made above to the re- 
cent visit of Mr. Norman, Governor of the 
Bank of England, to New York and Wash- 
ington, presumably in connection with re- 
sumption and to the fact that the chief prob- 
lem exists in the relations between London 
and New York. Figures for the last full year’s 
direct trade between the two countries are 
not yet available, but in the eleven months 
ending with last Novmber our direct exports 
to Great Britain amounted to $866,136,000 and 
our direct imports from that country to $327,- 
120,000. Transactions in credit are of very 
great importance, among them the payments 
aggregating over $160,000,000 annually upon 
governmental indebtedness. In the aggregate, 
Britain’s account with the United States is 
debit in a very large sum, which probably 
may be covered in the course of the year 
by means of her credit balances in other parts 
of the world. Her problem is to synchronize 
her income and outgo so as to maintain the 
stability of dollar exchange without undue 
drafts upon her reserves at particular times or 
unnecessary shipments of gold. While no 
statement has been made as to the purpose of 
Mr. Norman’s visit it may be surmised that 
these conditions were under consideration. 


The Policy of Sweden 


Appropos of what is said above about the 
misgivings that have been felt in other coun- 
tries about returning to the gold standard 
without some general concert of action among 
the nations, we give herewith an extract from 
a very comprehensive and thoughtful address 
upon the situation by Mr. O. Rydbeck, one of 
the leading bankers of Stockholm, before the 
Institute of Bankers, London, in March of last 
year. At that time Sweden was practically 
ready to resume gold payments, but holding 
her policy in abeyance, for the reasons stated 
by Mr. Rydbeck: 


All countries must set up the stabilization of the 
price-level as the main aim of their financial policy. 
But the stabilization of the price-level within their 
own country is only one aspect of the matter. Com- 
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plete stability cannot be attained until the country’s 
own currency is balanced also in relation to the 
currencies of other countries. This presupposes a 
common standard of values, and, despite all at- 
tempts, it will most probably be very difficult to find 
anything better than gold. But, in order that gold 
should be able to perform this service, it is necessary 
that its own value should be stable. This is by no 
means the case as long as the value of gold is solely 
dependent on how long the United States is pleased 
to purchase all the gold offered to that country at 
the dollar par. Not until gold is again in demand 
throughout the world, and trade in gold is free, will 
its value become stable. The fluctuations in its price 
will then be the result of all the factors which tend 
to form prices in all the countries which have in- 
troduced the gold standard. In that case the move- 
ments of the price of gold might be compared with 
a large plane of equilibrium interconnecting a num- 
ber of points which slowly rise or fall. Now, if 
Sweden, for example, alone of all countries, except 
the United States, were to return to the gold stan- 
dard, well, the picture evoked in my mind is that 
of a rod, connecting a large globe with a little ball, 
which is exposed to the most violent jerks up and 
down on the slightest movement of the globe at the 
other end of the rod. ‘Therefore, in my view, it 
would be the wisest course for Sweden to defer her 
return to the gold standard until several countries 
concurrently, and chief among them England, decide 
to take that step. Until that time comes, we must 
continue to keep our krona on a gold par with the 
dollar, at any rate so long as there are no alarm- 
ing signs of serious changes in the American price- 
level. Should such a change occur, we should have 
to reconsider the situation very carefully. For if 
possible we wish to avoid being drawn into a new 
inflation, and to suffer a further period of deflation 
would be to overtax our strength. 


The Commodity Standard 


The rise of the pound to within a few cents 
of the gold par has put an end to whatever 
life there ever was in the proposal to aban- 
don the gold standard in England and adopt a 
new commodity standard at a lower level of 
values than that represented by the former 
gold par. At one time there was a consider- 
able showing of academic opinion in its be- 
half, but there is no reason to think that it 
ever made much impression on the business 
community. 

The arguments for it are not without con- 
siderable strength in the abstract, for no stu- 
dent of the subject will deny some misgivings 
as to whether the supplies of gold from the 
mines can always be relied upon to furnish a 
satisfactory standard of values for the busi- 
ness world. Something more, however, is 
necessary to summon the resolution required 
to cut loose from what has universal recogni- 
tion as a standard and try to educate the world 
to adopt something else. The natural reflec- 
tion has been that it would be a long step of 
progress to get the world back upon a com- 
mon gold basis, as it was in 1914, and that it 
would be time enough for the refinements of 
the subject when that was accomplished. The 
gold standard has one very great merit in 
its simplicity. It doesn’t have to be managed 
by anybody. The matter of keeping the differ- 
ent currencies in close relations with each 
other is readily accomplished by making them 
all redeemable in gold. That gold is not an 





invariable standard may be admitted, but the 
price changes of the last ten years are not 
chargeable to gold. 


Once the pound sterling is again definitely 
moored to gold, the other currencies of the 
world will rapidly range themselves alongside 
of it and the dollar, and order will come out 
of chaos in monetary affairs. 


All for the Gold Standard 


It is worth noting also that the objectors to 
the gold standard on the ground that it was 
a device of bankers for the exploitation of 
the common people have been completely 
silenced. Nothing is heard from them any- 
where. The late Labor government in Eng- 
land was as uncompromising and outspoken 
in its purpose to restore the gold standard as 
the Conservative party. In Germany all par- 
ties are for gold redemption and in France 
the same unanimity exists. The Danish Min- 
istry, which has just established a credit in 
this country, in pursuance of a stabilization 
project is a Socialist ministry. The resump- 
tion of gold payments in Sweden has been 
done under a Socialist ministry, and finally 
the Soviet government of Russia is importing 
gold for the basis of its monetary system. 

In the same address from which the fore- 
going quotation is made, Mr. Rydbeck re- 
ferred to the attitude of the Labor party 
toward inflation and in favor of a return to 
the gold standard, as follows: 


As I have already mentioned, the official aim of 
Sweden’s financial policy during the last few years 
has been the restoration of the krona to its parity 
with gold. And, as the only country that possesses 
an effective gold standard at present is the United 
States, this policy is expressed as the maintenance 
of the gold par of the krona in relation to the dollar. 
On the other hand, the Government and Riksdag 
have hitherto been opposed to an actual return to 
the gold standard, that is to say the restoration of 
the free import and export of gold and of the regu- 
lations entitling any person to have gold in bullion 
minted into coin. A heated discussion on this sub- 
ject has been proceeding for several years. One or 
two of our most talented political economists have 
maintained the view that only a gold standard which 
works automatically could afford adequate guarantees 
against the debasement of the currency by an arbi- 
trary financial policy on the part of the Riksbank. 
And, as the Riksbank is entirely dependent on the 
Riksdag, there is also the danger—so they argue— 
that the financial policy of the Riksbank might be 
influenced by undue political motives. Now, it is a 
curious thing that the political party which, in view 
of the fact that most of its members are compara- 
tively unversed in economic questions and lay great 
stress on class interests, 1 mean the Labor Party, 
might be expected to be unduly influenced by ex- 
traneous motives, it is a curious thing that this very 
party displayed the strongest opposition to any 
tendency towards inflation. The explanation is not 
far to seek. The labor organizations in Sweden are 
very powerful and are led with consummate skill. 
Though they were not able to prevent large nominal 
reductions in wages, they are very alert in resisting 
any attempt to lower the real level of wages. Hence 
the intensity of their opposition to any depreciation 
in the value of the krona which the worker receives 
is payment for his work. Nay, they go so far as to 
say that they will regard any appreciable fall in the 










February, 1925 





purchasing value of the krona as force majeure, 
which will ipso facto release the workers from their 
obligations under wage agreements. 


Gold Production 


In view of the prospects for a general re- 
sumption of gold payments it is interesting to 
know that gold production is recovering. Gold 
mining received a hard blow from the rise of 
prices, for in the countries where the unit 
of value contains the same amount of gold 
as before the war there is no rise of price to 
offset the higher costs of production. Never- 
theless, the world’s greatest gold field, the 
Transvaal, eclipsed all former records in 1924, 
producing 9,597,634 fine ounces, having a 
coining value of about $198,000,000, against 
8,794,824 fine ounces, with the coining value 
of $181,750,000 in 1913. 

The gold production of Canada is small 
compared with that of the Transvaal, but it 
has increased from about $16,000,000 in 1913 
to approximately $30,000,000 in 1924, More- 
over, the developments in Canada have been 
such as to cause engineers who are familiar 
with the field to believe that it will show in- 
creasing production for many years to come. 

The gold production of the United States 
declined from $88,800,000 in 1913 to $48,840,- 
000 in 1922, but recovered to about $52,000,000 
in 1924. 

World production declined from $460,000,- 
000 in 1913 to $319,400,000 in 1922, the low 
point, but has recovered to about $400,000,000. 


Reparations and Debts 





The Finance Ministers of all governments 
have been in conference in Paris to arrive at 
an understanding upon terms of division of the 
reparation funds being received from Ger- 
many. There are receipts from the Ruhr oc- 
cupation, and receipts under the Dawes plan. 
With regard to the former there was a ques- 
tion as to the costs of occupation and as to 
the latter there are various charges to be de- 
ducted. The cost of administration and inter- 
est on the German foreign loan must come out 
before there is any division. After that, Bel- 
gium has priority up to a certain sum, and 
when that has been covered, Belgium’s share 
will be applied in part for payment of loans 
made by her allies. 

Finally, the United States has claims for 
the cost of maintaining its troops in the occu- 
pied part of Germany and for losses suffered 
by American citizens during the war, the 
latter as determined by a mixed commission 
under the treaty with Germany. Under the 
Dawes plan the resources of Germany have 
been effectively mortgaged up to what was 
deemed tc be the limit of that country’s 
ability to pay, and this Government, having 
assented to the mortgage and given its in- 


fluence in behalf of the plan, claimed the right 
to share in the collections to this extent. The 
allies admitted the validity of the claim and an 
arrangement was made by which .the amount 
coming to the United States will be spread 
over a term of years. Moreover, the members 
of the conference expressed gratification that 
the United States was again co-operating in 
the dealings with Germany and now had a 
direct interest in carrying out the Dawes set- 
tlement. These expressions have given rise 
to some criticism in the country, directed at 
our participation in the general distribution. 
As a holder of claims against Germany it 
would seem that we have adopted the most 
reasonable and perhaps only practicable meth- 
od of getting satisfaction. There is no agree- 
ment even among the allies as to what shall 
be done if Germany defaults under the Dawes 
plan. In that event the whole situation will 
be open and each of the parties to the arrange- 
ment will be free to advocate whatever policy 
it favors. As to the moral obligation to co- 


operate with the other participants in the fund, 
it certainly is binding only as each conceives 
that the general welfare will be served. 


The French Debt 


The state of feeling among the allies ap- 
parently has been improved by the amicable 
agreement upon the terms of division, but 
the discussion of inter-allied debts, and par- 
ticularly of the indebtedness of France to the 
United States, has not had that affect. 

The chief difficulty lies in the fact that the 
participation of the United States in the war 
is viewed from the other side in a quite 
different light from that in which it is com- 
monly seen in this countfy. The people of 
France regard the war as a common effort, in 
which all the nations associated with them 
were necessarily involved, with a stake ulti- 
mately if not immediately as great as their 
own. The people of this country, as a rule, 
do not have this view of it. They were a long 
way from the scene of the conflict, had 
no part in the history which led up to 
it, never believed that they were in danger 
of invasion or foreign domination, and always 
have believed that they were entitled to en-' 
joy the security which their geographical po- 
sition gave them. They sympathized with the 
allies, and eventually entered the war in vindi- 
cation of certain principles governing inter- 
national relations which in the interest of 
civilization they believed should be main- 
tained. Their direct expenditures were enor- 
mous, and taxation is very high in conse- 
quence. The argument that the country made 
money out of the war has no weight with the 
great body of people who know nothing of 
any such gains, but who have shared in the 
losses resulting from the derangement of trade 
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and are feeling the burden of taxation. It 
seems to them that in view of their relations 
to the situation they have borne their full 
share of the costs in their own expenditures. 

These two views are so far apart that they 
are not readily reconciled, but they are sincere- 
ly held, not by a few spokesmen alone, but by 
the great majority of the people in the re- 
spective countries. The maintenance of that 
mutual regard and good will which has existed 
in the past is of great importance in future 
relations, and it is very desirable that the dis- 
cussion of their disagreement shall be carried 
on with consideration and forbearance. 


It is certainly true that there is no desire 
in this country to have this Government act 
as a harsh or importunate creditor. The gen- 
eral attitude is that of sympathetic leniency 
so far as the element of time is concerned, but, 
it may be said, without full appreciation of the 
enormous difficulties of the French situation. 
The burden which the task of reconstruction 
has laid upon the finances of the French Gov- 
ernment is not always understood, nor the im- 
perative necessity which lay upon the govern- 
ment of placing this task ahead of everything 
else. Even from the standpoint of the creditors 
of France, it was necessary that the richest in- 
dustrial regions of the country should be re- 
habilitated, just as it has been necessary to 
rehabilitate the monetary system of Germany 


in order to place that country in condition to 
pay. 

With the expenditures upon this work com- 
pelling a constant increase of the public debt 
at very high interest rates, it has been out of 
the question for the government to undertake 
payments upon the aggregate of the foreign 


indebtedness. Its first step to preserve sol- 
vency was to balance the budget and safeguard 
the currency. On all sides there is admiration 
of the resolute manner in which one French 
government after another has set its face 
against inflating the currency. It is not 
strange, however, that in view of all the un- 
certainties of the situation the government 
should have hesitated to make new and more 
definite commitments upon the foreign debt. 
Up to this time no government in France has 
been in position to say what it could do be- 
yond the immediate tasks in hand. 


Finally, it must be borne in mind that the 
problem in which the payment of great inter- 
national debts is involved is a new one, of 
which it will not do to speak in absolutely 
unyielding terms. France has been told this 
with regard to reparations. She has been 
compelled to accept the view that the repara- 
tions question is not simply a matter of deter- 
mining what is justly due, in equity and under 
the treaty of peace, but of determining what 
is practicable as a business proposition. 


The Dawes Committee agreed that it was 
useless to try to collect from Germany more 
than could be paid without disrupting the ex- 
changes, and a settlement was reached finally 
upon that basis which reduces the reparations 
payments to about one-third the sum fixed 
upon in 1921. The essence of the Dawes set- 
tlement is that the ability of a country to pay 
sums abroad depends upon the-capacity of its 
industries to create foreign trade balances in 
its favor, which involves also the willingness 
of other countries to purchase its products 
in the required quantities. Without assum- 
ing to say what would be the result of apply- 
ing this principle to the French debt, we can 
hardly fail to recognize that France has some 
ground for thinking that it ought to apply to 
her debts as well as to her reparations. 


Agricultural_Conditions 


The wheat situation becomes more inter- 
esting as the season advances, and develop- 
ments have favored the theory that supplies 
will not go around without a curtailment of 
consumption. Some months ago it was agreed 
that much depended upon the outcome of the 
crops in the Southern hemisphere, and now it 
appears that in the aggregate they will be 
20,000,000 to 30,000,000 bushels short of last 
year. The final official estimate on the Ca- 
nadian crop is 262,067,000 against 474,199,000 
in 1923. In this country and Canada the crop 
has moved to market with unusual rapidity, 
but exports have moved in like manner. The 
visible supply of wheat in the United States 
east of the Rocky Mountains on July 5, 1924, 
was 36,265,000 bushels, from which date there 
was a steady increase to Nov. 29, 1924, when 
the visible was 105,500,000 bushels. From the 
latter date to January 24, 1925, the visible de- 
clined to 83,166,000 bushels, which was about 
9,000,000 in excess of stocks at the corre- 
sponding date last year. The aggregate visible 
in the United States and Canada on January 
17, 1925, was 166,175,000, against 201,283,000 
on the corresponding date in 1924, and in both 
countries the crop is thought to be out of 
farmers’ hands much more closely than at 
that time. Exports from this country since 
July 1st last have been about 200,000,000 bush- 
els, against a total of 78,793,034 bushels in the 
entire crop year ended June 30, 1924. 


Our Markets on an Export Basis 


The marked feature of the situation has been 
that prices in this country have been almost 
constantly on an export basis, European mar- 
kets keeping ahead of ours. The United States 
Department has given out a statement de- 
precating talk that the rise had been occas- 
ioned by speculation and saying that the for- 
eign demand was leading the markets. Reports 
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that Russia was buying wheat {n Argentina 
and flour in Canada for shipment to both 
Baltic and Black sea ports have been influen- 
tial, as conclusive that Russia has nothing for 
export. Poland, Hungary, Rumania and Bul- 
garia, all normally exporters of wheat, are re- 
ported as buying for importation. 

From this time on conditions affecting the 
growing crop will be of increasing influence. 
At this writing, wheat for July delivery is 
being contracted in Chicago at $1.70 per 
bushel, in Minneapolis at $1.86 and in Winne- 
peg at $2.00. September contracts are around 
$1.55 in Chicago and $1.46 in Kansas City. 
These figures indicate a strong probability that 
farmers will get good prices for this year’s 
crop. In quoting Winnepeg prices it is im- 
portant to state that the Canadian grades do 
not correspond to the official grades in this 
country. Wheat of high protein quality, cor- 
responding to the quoted Canadian grade, is 
selling in this country at premiums fully as 
high as the premium of Winnepeg over Min- 
neapolis. 

Market Control 


The British government commission which 
is conducting an inquiry into wheat prices is 
being told by all British authorities that there 
is nothing in the gossip of wheat market con- 
trol. Some of the statements of Broomhall, 
the well-known grain statistician, are of espe- 
cial interest, among them one to the effect 
that wheat is usually cheaper at the British 
ports than in the exporting countries, costs of 
transportation taken into account. 


The phenomenon seemed to be paradoxical, he said, 
but a little reflection would satisfy an unprejudiced 
inquirer that the opposite statement would be not 
only a phenomenon, but a marvel, for if margins of 
direct actual profit existed in the grain-importing 
business everyone would be engaged in it and all 
would soon be millionaires. His experience as a 
dealer for fifteen years and as a close observer during 
the past thirty-six years had taught him that in the 
organized market the importing margin could rarely, 
if ever, be relied upon to make a direct profit. 

The witness said it seemed to him that the whole 
action of the Commission in looking into the price 
of wheat and bread was rather in the nature of 
straining at a gnat and swallowing a camel. Profits 
were so minute in the trade that it was impossible 
to discern them with the naked eye. When the 
farmer got about 1d. a pound for his wheat the con- 
sumer paid about 244d. a pound for his bread, after 
merchants, steamship companies, millers, bakers, and 
everyone else concerned had paid expenses and made 
profits. We brought in wheat from Australia and sold 
bread in this country at the same price as it was 
sold in Australia. Bread was cheaper in this country 
than in Canada and the United States. 


He also said that the great difference in the 
prices on the 1923 and 1924 crops was due to 


a lack of speculation on the former. 


He is 
quoted upon this point as follows: 

During the six or seven years of control the per- 
sonnel of the grain trade became reduced and the 
nerve and enterprise of remaining members was bad- 
ly shaken. High prices, absence of adequate financial 
means, high income tax, super-tax, and the feeling of 


lassitude after the profound anxieties of the war 
and post-war period caused many merchants to cur- 
tail their activities and in some cases to retire al- 
together. Anyway, it would be found that there were 
fewer wheat importers to-day in Great Britain than 
in the pre-war period. 

When the disaster to Canada’s crop last season 
occurred, it was to find our market under-bought— 
the stock of wheat in warehouses was insignificant, 
and for weeks together practically non-existent. In 
every department the market was under-manned and 
under-bought. As the Canadian disaster became bet- 
ter realized buyers in this country immediately in- 
creased their bids, and many sellers in America with- 
drew—nor could sellers anywhere abroad be induced 
to part with any portion of their old reserves except 
by being tempted by bids much higher than the pre- 
ceding one. 

If there had been more middlemen, more wheat 
would have been brought to Great Britain. Middle- 
men “take a view” of the future of the market and 
risk bringing along wheat. 

International traders would never be quite happy 
until they got Russia back into the ranks of exporters. 
Speaking of wheat growing in Russia, he said that 
the landowners in the south who grew winter wheat, 
of which one-third used to be exported, had now dis- 
appeared and their land had been given to the peas- 
ants, who could hardly be expected to export as their 
predecessors did. Even if Russia returned to a 
settled government, it must be long before she could 
recover the importance which formerly belonged to 
her. 


The following press cable is also of interest 
in this connection: 

LONDON, Jan. 14.—The report that six individuals 
in Britain control the wheat trade was declared to 
be a myth by A. H. Hobley, one of the most impor- 
tant wheat operators and central wheat buyer for the 
Cooperative Wholesale Society of Britain. The dec- 
laration was made in the course of to-day’s proceed- 
ings of the Royal Food Commission. Answering 
questions from the chairman, Mr. Hobley said that 
Britain is looking more and more to India for wheat 
supplies and that if prices in the United States re- 
main high Australian supplies will be used more in 
the future. In conclusion the witness said that he 
was not aware of any persons controlling wheat 
movements and that the price of bread in England 
left less of a margin of profit for all than before 
the war. 


Other Grains 


The price of rye has been keeping pace with 
that of wheat, and European figures of the 
quantity of rye wanted far exceed the stocks 
in this country. Corn and oats also have ad- 
vanced, although oats have been affected by 
the situation much less than the other grains. 
The yield of good corn has been very short, 
but farmers are very sparing in its use, and 
visible supplies of both corn and oats are 
larger than at this time last year. Receipts 
of corn at twelve leading western markets, 
July 1 to January 17, according to Brad- 
street’s were 143,220,000 bushels, against 
148,470,000 in the corresponding period the 
year before. The Argentine government esti- 
mates the acreage in corn in that country this 
year at 9,139,000 against 8,461,000 last year 
and 7,850,000 the year before. As the Argen- 
tine is about the only country which exports 
corn excepting the United States, it is of in- 
terest to note that these figures compare with 
105,000,000 acres planted to corn in this coun- 
try last year. 
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Flax-seed has been a profitable crop in the 
past year. The atreage in the United States 
was 3,289,000, against 2,014,000 in 1923 and 
1,113,000 in 1922, and the crop was 30,000,000 
bushels, against 17,000,000 in 1923 and 10,000,- 
000 in 1922. The government estimated the 
farm price on December 1 last at $2.27 per 
bushel, which was slightly above the price in 
the previous year, but there has been a sub- 
stantial rise since that date. The Minneapolis 
price is now about $3.15 per bushel. Reports 
upon the Argentine crops are conflicting but 
official figures are high. 


The short crop and high price of corn is 
responsible for a very serious derangement of 
farm economy in the middle west where meat 
production is an important part of the pro- 
gram, and has given the cattle-growers an- 
other year of suspense. Corn is too high- 
priced to feed to either cattle or hogs with 
profit.. The sheep-growers, however, are hav- 
ing their innings, both wool and lambs selling 
around war prices. Fat lambs have touched 
19% cents per pound in Chicago within the 
past month. 


The Cotton Crop 
The cotton crop is turning out above the 
government’s final estimate, ginning reports 


to January 16 aggregating 13,308,037 running 
bales, against the December estimate of 13,- 


153,000 bales of 500 pounds gross weight. The . 


trade now looks for not less than 13,600,000 
running bales, equivalent to 13,400,000 500- 
pound bales. The price receded a fraction of 
a cent in consequence, but holds at about 231%4 
cents. Exports since August Ist are about 
1,400,000 bales above the corresponding time 
last year, but latest reports from Manchester 
have not been quite so favorable as to the de- 
mand for goods. This year’s crop is consid- 
ered fully large enough to supply a year’s 
demand, and every additional 100,000 bales 
is a carry-over. The world, however, needs 
larger stocks of cotton, just as it needs larger 
stocks of wheat, as a protection against an 
unfavorable season, and this is the supporting 
argument. 


Improvement in the Northwest 


The January number of the Monthly Re- 
view of the Federal Reserve Bank of Min- 
neapolis after saying that 1924 will be mem- 
orable for the debt-paying qualities of its crop, 
refers to its own loans as follows: 


The borrowings of country banks from this Fed- 
eral Reserve Bank have been reduced more than 9 
million dollars from August 27 to December 17. Dur- 
ing this period, 88 per cent of the borrowings by 
North Dakota member banks were repaid. Declines 
in borrowings by the other agricultural sections 
were as follows: Montana, 85 per cent; South Da- 
kota, 46 per cent; and Minnesota, outside of the 


Twin Cities, 57 per cent. Six city correspondent. 









banks experienced an increase of nearly 100 per cent 
in deposits due to country banks between the end 
of August and the high point in November. 


Agricultural Credit Corporation 


This is the $10.000,000 corporation organ- 
ized last Spring by subscriptions from banks 
and other business corporations to provide re- 
lief for the banking and agricultural situation 
in the Northwest. As the result of a good 
wheat crop and good prices, the entire situa- 
tion has changed so much for the better that 
no further aid to banks has been necessary in 
recent months, and the loans made to banks 
are in course of collection. The total num- 
ber of such loans made was 236, of which 48 
had been repaid in full to December 27. 

Up to December 23 the corporation had pur- 
chased 3,191 dairy cattle at a total cost of 
$255,491.18, an average of $80.06 per head. 
These cattle were purchased for 649 farmers, 
being an average advance per farmer of 
$393.67. The animals were shipped to 132 
communities. The corporation has approved 
cow applications covering about 356 cows to 
be purchased for 87 farmers in 26 communi- 
ties, 

In addition to the dairy animals the Cor- 
poration purchased 31,869 breeding ewes at a 
cost of $294,626.67 representing an average cost 
laid down of $9.24. These sheep were purchased 
for 655 farmers, the average advance per 
farmer being $449.81, and covering an average 
of 49 sheep per farmer. The sheep were 
shipped into 91 communities. 


Bank _ Legislation 


The McFadden bill, which with a few alter- 
ations, has been pending before Congress 
through several sessions, has passed the House 
and is now pending in the Senate. The debate 
in the House afforded an opportunity for the 
usual political speech-making, in which the 
measure was denounced as carrying favors to 
banks. It is a common thing for the National 
Bank and Federal Reserve acts to be cited as 
special legislation for the benefit of bankers, 
when in fact they are measures regulating and 
restricting bankers, prescribing the manner in 
which they may carry on certain legitimate 
business operations, and providing for super- 
vision over them. 

The banking business does not inherently 
require that any special powers be granted 
in order that it may function. In many coun- 
tries the banking business is carried on with- 
out any special legislation. In Great Britain 
the joint stock banks, which aside from the 
Bank of England, do the banking business of 
the country, are organized under the general 
incorporation laws. There is no legislation au- 
thorizing them to have branches; they have 
branches because there is no law forbidding 
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them. All banks might issue currency notes 
if there was no law against their doing so. 
The entire body of banking laws is essentially 
restrictive and permissive, not established for 
the benefit of bankers, but always upon the 
theory that the banking business ought to 
be regulated in the interest of the public. 
The restrictions are general and therefore 
do not operate to give valuable privileges. A 
given amount of capital must be _ sub- 
scribed and paid in for a national bank, 
this being for the protection of the pub- 
lic, but with state banks, national banks and 
private banks and trust companies, there is 
plenty of competition in the banking business. 
The privilege of issuing circulating notes is 
restricted, likewise for the protection of the 
public. The Federal Reserve system was es- 
tablished because the state and national sys- 
tems were so hedged about with legal limita- 
tions that they could not handle themselves 
effectively in times of financial stress. No way 
existed under the law by which currency 
could be readily issued to supply the demands 
of the public. The banks devised what was 
called “clearing-house currency” during the 
panic of 1907, but it was for temporary uses 
only, and there was some question as to 
whether it was not in violation of law. The 
public need was obvious and the Federal Re- 
serve act was designed to meet it. Once 


the state sets about regulating a line of busi- 
ness further legislation may be necessary to 
make the first legislation practicable. 

This is illustrated again by the Esch-Cum- 
mins act, which has been called special legis- 


lation in behalf of railroads. The whole sys- 
tem of legislation upon railroads is for their 
regulation in behalf of the public. The regula- 
tion of their rates is primarily restrictive, the 
Esch-Cummins act being supplementary legis- 
lation which in one feature instructs the Inter- 
State Commission not to carry restrictive ac- 
tion to the point of denying the roads a fair 
return upon invested capital—an instruction 
that ought not to have been necessary. 

The McFadden bill creates no privileges 
that are not legitimate natural rights in most 
lines of business. The changes are all modi- 
fications of existing restrictions found to be 
unnecessary for the protection of the public 
and naturally harmful. The principal change 
is that allowing national banks to have 
branches in the same cities in which the main 
offices are located, provided, however, that 
this permission is operative only in states 
where the banks operating under state char- 
ters already have this privilege. In short, it 
is intended to place the national banks on the 
same footing as the state banks in the states 
where the latter now have an advantage. The 
national banks are the wards of the Congress, 
and if the Congress wishes to maintain the 


national banking system it is interested in 
having the members of that system on a fair 
competitive basis with the state banks. The 
Federal Reserve legislation contemplates a 
national banking system, and although banks 
operating under state charters are permitted 
to become members of the system the theory 
of the act is that at least a large proportion of 
the member banks shall be under the super- 
vision of the Federal authorities. The pro- 
visions of the McFadden act are for the 
preservation of the national banking system. 


The Isle of Pines 


It is to be hoped that the Senate of the 
United States will act at the present session, 
which will end March 4, 1925, on the favorable 
report of the Committee on Foreign Relations 
as to the treaty between the United States and 
Cuba with respect to the Isle of Pines, and 
there seems to be no substantial reason why 
the action of Senate should not be favorable. 

It is now more than twenty-one years since 
President Roosevelt first submitted this treaty 
to the Senate, recognizing Cuba as the lawful 
owner of the Isle of Pines. During all that 
time the treaty has had the support of both 
parties in Congress, but obstructive tactics 
have hitherto prevented ratification. 

The Republic of Cuba has de facto jurisdic- 
tion over the Isle of Pines, and it only remains 





’ for the Senate to recognize its de jure right 


to the island in order to settle in the right way 
a matter which has been favorably recom- 
mended by our national administrations from 
Roosevelt to Coolidge, and which has repeat- 
edly received the approval of the Committee 
on Foreign Relations of the Senate itself. 

The need for the treaty arises from the 
rather indefinite treatment given the island 
in our treaty with Spain and our subsequent 
treaty with Cuba. The treaty of peace with 
Spain does not specifically mention the Isle 
of Pines. The protocol of August 12, 1898, 
setting forth the preliminary terms upon which 
the treaty was to be framed, makes a distinc- 
tion between “Cuba and the islands adjacent 
thereto,” and “Porto Rico and the other isl- 
ands under Spanish sovereignty in the West 
Indies.” This language has afforded the only 
basis there is for the claim that the island 
was ceded to the United States. Is the Isle 
of Pines properly classed as one of the islands 
“adjacent to Cuba” or with “Porto Rico and 
other islands?” 

The Platt amendment to the army appro- 
priation bill of 1901, which defined the relations 
between the United States and Cuba, provided 
that the title to the Isle of Pines should be 
“left to future adjustment by treaty” and the 
Platt amendment was embodied in the per- 
manent treaty with Cuba, which was ratified 
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by the Senate of the United States on March 
22, 1904. This treaty was negotiated in pur- 
suance of that provision. At the time the 
Platt amendment was adopted there was some 
thought that the Isle of Pines might be used 
for a naval or coaling station, but such stations 
were afterward located at Guantanamo and 


Bahia Hondo. 


The Supreme Court of the United States in 
the case of Pearcy v. Stranahan 205 U. S. 257, 
a case arising out of the application of our 
tariff law, has held that the territory in ques- 
tion “must be treated as foreign, for this 
Government has never taken, nor aimed to 
take, that possession in fact or in law which 
is essential to render it domestic.” This de- 
cision gains significance from the fact that 
one of the concurring justices was William R. 
Day, who as Secretary of State in President 
McKinley’s administration signed the original 
peace protocol with Spain and was also chair- 
man of the United States peace commission 
which framed the treaty at Paris. 


In 1922 Secretary Hughes in a letter to 
Senator McCormick upon the subject of the 
treaty said: 


It therefore appears that the United States has 
never taken possession of the Isle of Pines, as having 
been ceded by the treaty of peace with Spain, and 
that it has been uniformly governed by-the Republic 
of Cuba since that Republic came into existence, the 
United States recognizing Cuba as rightfully exercis- 
re de facto sovereignty until otherwise provided 
or. 


* * * In any event, the United States has un- 
doubtedly indicated that it did not desire to assert 
any title to the island under the treaty of peace with 
Spain, but wished to quit claim in favor of Cuba 
any shadow of title it might have under that treaty. 


In 1905 Elihu Root, Secretary of State, 
answering a letter of inquiry upon the subject 
wrote: 


* * * In my judgment the United States has 
no substantial claim to the Isle of Pines. The treaty 
merely accords to Cuba what is hers in accordance 
with international law and justice. 


At the time of the treaty of peace which ended the 
war between the United States and Spain the Isle 
of Pines was, and had been for several centuries, a 
part of Cuba. I have no doubt whatever that it con- 
tinues to be @ part of Cuba, and that it is not and 
never has been territory of the United States. This 
is the view with which President Roosevelt author- 
ized the pending treaty, and Mr. Hay signed it, and 
I expect to urge its confirmation. Nor would the re- 
jection of the pending treaty put an end to the con- 
trol of Cuba over the island. A treaty directly con- 
trary to the one now pending would be necessary to 
do that, and there is not the slightest prospect of 
such a treaty being made. You may be quite sure 
that Cuba will never consent to give up the Isle of 
Pines, and that the United States will never try to 
compel her to give it up against her will. 


That letter was written twenty years ago. 
What it says of the futility of any other policy 
toward the island than that of the treaty is 


still pertinent. Clearly, if the title to the isl- 
and was not in the United States at the time 
the Platt amendment was adopted it is not 


vested there now. We have never sought to 
exercise authority there. We are now col- 
lecting the same import duties upon the prod- 
ucts of the Isle of Pines as upon the products 
of Cuba. Certainly the claim on behalf of the 
United States is not becoming stronger under 
this status and yet it becomes more difficult 
with the lapse of time to clear the situation. 
What can be done with it after fifty years or 
one hundred years? 


For more than twenty years, therefore, our 
national administrations have been endeavor- 
ing to keep faith with Cuba by removing the 
cloud from the title to the Isle of Pines. In 
the interest of friendship, nd, considering 
our kindly attitude toward Cuba and the 
Cubans from the beginning of the Spanish- 
American War to the present time, it is highly 
desirable that the Senate take definite and 
final action by way of approval of a policy 
which has never been questioned by any na- 
tional administration, and which has never 
been disapproved by any Foreign Relations 
Committee of the Senate. 


The friendly and liberal attitude of the 
United States toward Cuba is one to which all 
the world has given approval. The ratification 
of the treaty will make our policy consistent 
throughout. 


It is well to bear in mind that the policy of 
the United States in this matter is a subject 
of interest throughout Latin-America. Our 
rivals and critics are quick to make the most 
of any opportunity to cultivate antagonism to 
this country, and while we need not surrender 
any rights on that account, it is important that 
we afford no real basis for their activities. 


Federal Aid for Highways 
During the year 1924, 9,900 miles of Fed- 


eral-aid roads were completed at the joint 
expense of the Federal and State Govern- 
ments. The total cost of these roads was 
$171,544,500, of which the Federal Government 
paid $78,592,500. These completed roads form 
parts of the Federal-aid highway system of 
174,000 miles designed by the State and Fed- 
eral Governments as a main interstate and 
inter county system. It is expected that the 
system as planned will be completed by 1931, 
partly by the States with Federal aid and 
partly without Federal assistance. When this 
is done there will be an improved road mile- 
ege connecting every city of 5,000 population 
or greater. 

At the end of the year nearly 18,000 miles 
of Federal-aid road were under construction, 
and projects for the improvement of 2,108 
miles additional had been approved by the 
Secretary of Agriculture. It is estimated that 
the roads under construction will cost $395,- 
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000,000, of which the Federal Government will 
pay $176,500,000. The projected highways 
which have been approved will cost approxi- 
mately $42,360,000, of which the Federal Gov- 
ernment’s share will be about $17,000,000. 

Deducting from the Federal funds thus far 
made available for the purpose, $525,125,000, 
the funds expended and the funds obligated 
for, the roads now under construction or ap- 
proved for construction, there remains a bal- 
ance of $55,626,524 which is available for use 
om new work to be undertaken during the 
coming year. It is estimated that this new 
work with the completion of the work already 
under way will add to the Federal-aid high- 
way system during 1925 nearly 10,000 miles 
at a cost to the Federal Government of about 
$90,000,000... The total cost will probably be 
in the neighborhood of $200,000,000. 

Looking to the continuation of the Federal- 
aid road policy there is now before Congress 
the Dowell bill which has been passed by 
the House of Representatives and reported 
favorably by the Senate Committee which, 
if enacted, will authorize the appropriation of 
$75,000,000 for each of the two fiscal years 
1926 and 1927. As the Federal fiscal year 
begins on July 1, these sums will become avail- 
able on July 1, 1925, and July 1, 1926, re- 
spectively. 

All the above figures refer only to the Fed- 
eral-aid road work carried on jointly by the 
Federal and State Governments. In mileage 
this work constitutes about one-fourth of the 
country’s whole program of construction, in- 
cluding the work done by the counties, States 
and Federal Governments. 


The Bond Market 


The bond market during January has main- 
tained a steady and firm tone with noticeable 
activity in the foreign group and the munici- 
pal market has continued active. The new is- 
sues during the month have been diversified as 
to purpose and on “properties located in all 
parts of the country. The investing public has 
shown a new and pronounced interest in Ger- 
man industrial bonds. The demand for bonds 
from dealers throughout the country has been 
very much in evidence. 

The Dow-Jones figure for the combined 
average of 40 bonds (10 high grade rails, 10 
second grade rails, 10 industrials, and 10 pub- 
lic utilities) on January 27 was 91.10 as com- 
pared with 90.60 on December 29, 1924. 

Among the more important offerings which 
have been placed on the market during the 
month were the following: 





$125,000,000. American Telephone & Telegraph Co. 
35 yr. S. F. Deb. 5s, due January 1, 1960, 
price 95 and interest, to yield over 5.30%. 
12,000,000. City of Philadelphia 4s, due January 1, 
1940 and January 1, 1975 (optional 1945) 

price 101%, to yield about 3.90%. 


Pa 
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7,530,000. City of Chicago 4s, due 1927 to. 1944, 
prices to yield 4.10% to 4.20%, according 
to maturity. 

Kansas City, Mo., 4%s, due July 1, 1942, 
price 104%, to yield over 4.15%. 
Federal Land Bank 4%s, due January 1, 
1955, price 101% and interest, to yield 
over 4.30%. 

The Cuba Company 10 yr. Secured Conv. 
S. F. 6s, due January 1, 1935, price 98% 
and interest, to yield 6.20%. 

Public Service Electric & Gas Co. 6% 
Cumulative Preferred Stock, 1925 Series, 
price 95 and accrued dividend, to yield 
6.32%. 

Edison Electric Illuminating Co. of Bos- 
ton 3 yr. 4%% Notes, due January 15, 
1928, price 99.31 and interest, to yield 
about 4.75%. 

August Thyssen Iron & Steel Works 
5 yr. S. F. 7s, due January 1, 1930, price 
98% and interest, to yield over 17.35%. 
City of Los Angeles 4s, 4%s, and 4%s, 
maturing serially 1926 to 1965, incl., prices 
to yield 3.50 to 4.50%, according to ma- 
turity. 

Mid-Continent Petroleum Corp. 15 yr. 
1st S. F. 6%s, due March 1, 1940, price 
97% and interest, to yield over 6.75%. 
Munson Steamship Lines 3 yr. Secured 
6% Notes, due January 1, 1928, price 99 
and: interest, to yield about 6.37%. 
Sinclair Crudé Oil Purchasing Co. 3 yr. 
“A” 6% Notes, due February 1, 1928, 
ree 99%, and interest, to yield over 
25%. 

Allgemeine Elektricitats Gesellschaft 
(General Electric Company, Germany) 
20 yr. S. F. 7% Gold Debentures, due 
January 15, 1945, price 98% and interest, 
to yield 7.70%. 

Siemens & Halske (A,G,) Siemens 
Schuckertwerke (G.M.B.H.) $5,000,000 3 
yr. Secured S. F. Gold 7s, due January 
1, 1928 and $5,000,000 10 yr. Secured S. F. 
7s, due January 1, 1935, price on 3 year 
Bonds 99 and interest, to yield 7.37%; 
10 year Bonds 96% and interest, to yield 


7.64%. 

Union Oil Co. of Calif. 10 yr 8S. F.6s, due 
February 1, 1935, price 96 and interest, 
to yield over 54%%. 

Chicago & Western Indiana R. R. Co. 
ist & Ref. Mtg. Series “A” 5s, due Sep- 
tember 1, 1962, price 97 and interest, to 
yield about 5.70%. 
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The principal foreign exchanges compare 
with a year ago as shown by the following 
table: 

Rate in Rate in 


Cents Dec. Cents Jan. Coane 
29,1924 27,1925 From Par 


99.75 .08— 
2 


Unit 
Value 
1.00 
foe 


Depre- 
ciation 
Canada 08% 
Germany ...... 
Italy 

Belgium 
France a 
England ~... 
Switzerland .... 





yea ar 
apan 


Rates, 1918-1924 


The table on the following page gives the 
highest, lowest and average rates of the 
European exchanges in cents, United States 
money, in each year, 1918 to 1924 inclusive: 


Exchange 
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EXCHANGE RATES 1918 - 1924 



































































































1919 1920 1921 
Bish. .... 476 .60 476 .60 407 .50 421% 65. 472.00 473 .37 
Sterling Low..... 476.43 366 .50 319.25 354.50 418% 428 .25 421% 
Average. 476 .486 442.96 366 . 56 385.15 443 .02 457 .53 442.08 
High..... 18.587 18.357 9.294 8.78 9.37% 7.425 6.77% 
France Francs Low..... 17. 8.467 5.715 5.83% 6.32 .02 3.46 
Average 17.796 13.728 6.999 7.463 8.202 6.079 5.22 
High..... : 18.52 9.39 8.77 8.69 6.83 5.77 
Belgium Francs Low..... No Record 8.16 6.07 6.14 5.73 4.32 3.18 
Average. . 12.760 7.360 7.435 7.685 5.223 4.62 
High... 15.77 15.748 7.56 5.61 5.56 5.235 4.53% 
Lire Low..... 10.95 7.326 3.35 3.41 3.91 4.15 4.0844 
Average. . 12.412 11.420 4.909 4.306 4.760 4.602 4. 
|. ee 30.00 21.25 19.25 15.32 16.04 15.83 14.18 
Spain BAR annex 19.90 18.90 11.84 12.64 14.88 12.87 12.14 
Average 24.642 19.824 15.932 13.554 15.545 14.462 13.34 
High. 33.25 28.25 20.50 19.35 19.18 19.06 15.26 
Norwegian Kr, Low..... 27.00 19.55 13.10 11.75 15.50 14.35 13.15 
Average. . 30.761 24.566 16.546 14.935 17.52 16.695 13.96 
High.. 32.00 27.00 19.20 21.00 22.18 20.63 17.77 
Danish Kr. Low..... 26.75 17.55 13.10 15.00 19.75 16.65 15.30 
Average. . 30.134 23.27 15.77 17.926 20.961 18.31 16.74 
High..... 36 .00 29.25 22.35 25.25 27.05 27.04 26.99 
Swedish Kr. WW iedins .00 20.65 17.70 20.10 24.70 26.17 25.89 
Average. 32.942 25 .564 20 .504 22.564 26.187 26.572 26 .539 
High..... 4.00 .94 -90 47 1.38 1.54% 
Jugo Slavia Low..... No Record .80 .58 -26 -26% .68 1.12% 
Average. 2.0744 .8897 5928 .4065 1.0758 1.2437 
High..... 11.00 3.10 1.82% 1.09 .59% .57% 
Roumania Low..... No Record 2.80 1.06 .87% 56 .38 40% 
Average 5.108 1.8897 1.2410 .6997 -4950 5033 
High 42.875 39.25 37.00 40.10 39.70 40.52 
Dutch Guilders Wivciees 36.625 29.35 30.46 36 .36 37.11 36.74 
Average. 39.170 34.421 33.685 38.515 39.108 38.222 
High..... 20.876 18.348 19.56 19.62 18.97 19.48% 
Swiss Francs Low..... 17.482 15.06 15.25 18.05 17.07 17.22 
Average. . 18.995 16.902 17.372 19.074 18.064 18.237 
Jan. 1 _ July 1 
Per on 
High..... 5.00 2.95 1.82 593% OO... 
Per billion 
German Marks Low. 1.95 1.02 344 -0118 sas ~ ¢ i 
er ion 
Average. . 3.163¢ per 1.753¢ per 1.214¢ per -233¢ per | $100,000,000 $6,000,000 
mark mark mark {mark Nov. 1 Nov. 3 
Per trillion 
$2 $.30 
25¢ 2.75¢ 3.78¢ 5008 ron 
High..... 6. 5 1.55 r . t - 
si iuacidl we Lome | eRe | Matera, | pen | mmo | ame 
zecho-Slovak'an Westies ¥ p F F a per J per 
a ue aa 2 pe 2 a 
verage.. 38 id 1. : . per per 
som gag krone ; krone wks krone vie krone ne 
High 4.50¢ 7 59¢ 31¢ $14.62 Mot 12 pao! 
CrRey \ P ; .62 per : per 
A ee in krone krone zone “= ae ee —s ne 
ustrian Kronen _ Pen 58 21 c ¢ I bf J 
ions md a 
iets krone es Phin its : ol al million ner million ieee on loa 
High... $5300.00 $1800.00 per | $412.50 per | $52.00 per 
Lo No Record No_Record sei5ce arto $40 00 $10. 00. 
WWesees °o ° \e A, .! A, 
s gullies * set: | daten | daden | ates 
erage. . 19.00 per .5O0 per .71 per 
ain million million ion 
From Jan. 1 to 
High 7.50 96: 16 %¢ $375.00 $58.00 3 ss 
—_ Marks he -— = ma nates 4 million —_ — —— mithon marks 
etc. , See F ok 01 .00 per .15 per . 
mark mark om: k “i million marks | million marks | million marks 
Average. . 3.717¢ per .537¢ per .075¢ per! 192.96 per _, $13.98 per .,8-1178 per 
mar mark mark million marks ' million marks ! million marks 





Zloty—High 19.50c each; Low 19.20c each; Average 19.26c each. 
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